


The 


ANNUAL REPORT 


FOR THE FISCAL YEAR ENDED JULY 3B3lst 


1948 


x . 


RH Maoy Co, She 


AND SUBSIDIARIES 


BOARDS 
q 668.27 
M2501 


Corp. File 








iM notice of the Annual Meeting of Stockholders, to- 
gether with the proxy and proxy statement, which have 


heretofore been mailed with the Annual Report are, for 
reasons of convenience and economy, being mailed sepa- 


rately. 


The date of the Annual Meeting was deferred from Octo- 
ber 26, 1948 to November 9, 1948. This action was neces- 
sitated by a change in the accounting procedure resulting 
from the re-adoption of the Lifo (last-in first-out) method 


of inventory valuation. 
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SUMMARY OF OPERATING AND FINANCIAL INFORMATION 


ADJUSTED TO THE BASIS OF LIFO 


Dcteee at: . . occccdnneunecd beuheded nu tsseeupss eddie cemateeebscn echaksqnednsasest-sin 
Sdn A Mate... cin veceacdsdcdndedoscnnecscncasdiccecsiceseSesectesenonssecnsde ene en 
Macy’s San Francisco ......sscsscesecececececescrceccccenseessessssnse sarees seseseees 
John Taylor—Acquired as of February 1, 1947.......+seceecseeeeececeerecrereeeceseeers 


Tavison-PaxOR cccccccccccccvcccevcccccssessncccccccessevesccccseccceescsessoscccoones 
Lasalle & Koch 
Macy’s San Francisco .....ccecsesceccesessccccccccscsccsccssccscssccesscsssaswessesees 


John Taylor—Acquired as of February 1, 1947......-.+++esceeeercrececeeeceseerenserees 
Other income and deductions .........ececececerceesessereeesesseeeesereees 


Earnings before federal taxes on income ...-.++-++++sererresereesererereeeees 
Bedoral income taXs .....ccscccccccccccccvccsvcccnccccecssesesscosanesees 
Met GAPENE boos occ nnns cin ncvnin asd oSns cenaeeee sane ceased eseeeae dines genne#s 


Dividends on preferred stock. .......++e+eeeeeecceeeerescesersseceseeeeserees 
Number of times carned......cccccccccccccccscccccccccccccsssscssssccseees 


Earnings applicable to common stock......-.-+-+++eecereererereeteetcesecess 
Ws per share of common stock........+++-s+eeeeerrerersetere reese cesses 


Dividends per share: 
elewwell GHG 6 occ ici skbon'n1ss qe vinedeen ao bndale do stesso at ah kgs mh cwe sos 
EE ee arene rn me rrr rrr ity. Cr tat) ek 


Number of shares outstanding: 
Drafereed stack .cacccccscccechrcceeedesescacceeviccsoveceacesseensesesss 
Common St0ck «.ccccccccccvcccvcccegecvecesscccscccsesececsscoecsseees 


Cash and U. S. Government securities including tax notes......--+++seeeeerers 
Due from customers .......-ccccccccccccccccscccccccscsecsssscussssssecees 
Diccliarillan 2. «.v.ccaccc ose 0000600606 cieed hecvnuce conpteeneeeeeea sons esse 
Working capital .........ccecccccccccccccccsccsceucccccsccccscsesessceees 
Ratio of current assets to current liabilities. .......-+-+-eeseeeeeeeeerereceerees 
Property and equipment, net ......-.seeeeeeeeeeececererereeererecerssseeees 
Long-term Gebt ..0.cc0sccccccsciccccnccsnesecanecsececarsesesenesesseccers 
Investment of stockholders. .......cccsccceccccssccccccccccersssescssnsscess 


Italics denote deductions. 
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Fiscal Years Ended 


July 31, 1948 
$315,035,000 


184,672,000 
58,819,000 


15,481,000 
7,131,000 
13,382,000 
8,494,000 
1,593,000 
439.000 
222,000 
624,000 
1,272,000 
14,144,000 
5,900,000 
8,244,000 


704,000 
11.71 


7,540,000 
4.39 


4.25 
2.50 


165,600 
1,719,354 


$ 24,436,000 
26,994,000 
24,839,000 
53,632,000 

3.5 

$ 39,194,000 
29,500,000 
74,833,000 


August 2, 1947 


9,528,000 
4,166,000 
5,362,000 


704,000 
7.62 


4,658,000 
2.71 


4,25 
1.60 


165,600 
1,719,354 


$ 14,596,000 
21,384,000 
20,109,000 
34,663,000 

2.7 

$ 33,101,000 

7,400,000 
71,590,000 
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TO THE STOCKHOLDERS OF 


KAA Macy & Co,Ine 


New York, N. Y., October 9, 1948 


‘Tuts report reviews the operating results for the fiscal year ended July 31, 1948. 


OPERATING RESULTS 
Sales increased 1014% during the year from $285,083,000 to $315,035,000. 


Net earnings for the year stated on the basis of Lifo, amounted to $8,244,000, or $4.39 per share of com- 
mon stock, after preferred dividend requirements. For the previous year net earnings, restated on the basis 
of Lifo, amounted to $5,362,000 which, after providing for dividends on the preferred stock, was equal to 
$2.71 per share of common stock. In appraising this comparison it should be remembered that the results 
of the previous year were adversely affected by two major factors, the United Parcel strike and extensive 
markdowns of merchandise. 


LIFO 


The Lifo (last-in first-out) method of inventory valuation serves to reduce the distortion of annual earn- 
ings likely to occur during periods of extensive changes in price levels. 


In 1941, the Corporation adopted the Lifo method and reported its earnings to stockholders on that basis 
for the year ended January 31, 1942 and the six months ended August 1, 1942. The Treasury Department 
subsequently stated that it would deny the use of the Lifo method based on statistical price indices. Since 
the use of any other method was impractical, the Corporation did not file its tax returns on that basis and 
the Lifo method was abandoned. However, when reporting earnings to stockholders thereafter, the need of a 
reserve against future price declines and other contingencies was recognized by appropriating from net 
earnings a Reserve for War and Post War Contingencies of $3,700,000, even though such provisions were 
not deductible for income tax purposes. 
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The U. S. Tax Court in 1947 decided that the Lifo method was available to retailers when retail price 
indices satisfactory to the Commissioner of Internal Revenue are used. The Commissioner then issued 
regulations which permitted the use of the Lifo method based on acceptable price indices including those 
prepared by the U. S. Bureau of Labor Statistics. The regulations, however, limited the retroactive use 
of the Lifo method to those taxpayers who had not accepted the original Treasury Department denial and 
had filed tax returns and reported to stockholders on the Lifo basis. 


This reversal places at a disadvantage those taxpayers who had accepted the earlier opinion of the Treas- 
ury Department. Representations have been made to the Treasury Department and a revision of the regu- 
lations is now under consideration which, if adopted, would permit the use of the Lifo method for tax 
purposes retroactively to 1941 when it was first adopted by the Corporation. 


As a result of the foregoing, the Corporation has re-adopted the Lifo method retroactively to January 31, 
1941. Because the Treasury Department regulations require that when the Lifo method is used for report- 
ing taxable income the same method be used for reporting earnings to stockholders, the results of the 
re-adoption of Lifo are being reflected in this report. Ordinarily, such a procedure would not be fol- 
lowed until a determination had been made with respect to the Corporation’s claims of overpayment of 
taxes. 


The effect of this re-adoption on earnings and taxes is as follows: 





Earnincs Berore Taxes : Net EARNINGS Cumulative 

—$—<—$$————————————————_$—— Reduction = ———_——— ——————————————— —————________—__ Reductions 

Fiscal Years Before After in Before Earnings After Earnings in Inventory 

Ended Lifo Lifo Taxes Lifo per Sharet Lifo per Sharet Valuation 

Bi Ee. Se waceoneecs $ 8,042,295 $ 6,540,964 $ 802,000 $ 5,172,295 $ 3.12 $ 4,472,964 $ 2.70 $ 1,501,331 

Ame, 1, TNE ccc vc cevs 2,358,550 943,152 1,340,000 1,134,550 0.68 1,059,152 0.63 2,916,729 

July 31, 1943 .......... 11,444,908 10,499,683 829,000 4,159,908 2.50 4,043,683 2.44 3,861,954 

July 29, 1944 .......... 12,078,810 10,296,830 1,354,000 - 4,118,810 2.48 3,690,830 2.23 5,643,934 

a & ewer 15,467,386 14,275,331 969,000 5,225,386 2.73 5,002,331 2.59 6,835,989 

Aug, 8, 1946 ..cccceses 17,771,826 16,281,674 760,000 9,334,826 5.02 8,604,674 4.59 8,326,141 

Aug, 2, 1947 crcccvcces 12,288,060 9,527,514 1,051,000 7,071,060 3.70 5,361,514 2.71 11,086,687 
$79,451,835 $68,365,148 $7,105,000 $36,216,835 $20.23 $32,235,148 $17.89 

Fale BD. 2008 cvckcinenne 15,777,090 14,144,463 622,000 9,255,090 4.97 8,244,463 4.39 12,719,314 
Grand Total ..0-cceeee $95,228,925 $82,509,611 $7,727,000 $45,471,925 $25.20 $40,479,611 $22.28 
—————— SSS ——SSSSS_ SSS SS SSS SS 


* Six month period. 

t After Preferred Stock requirements. 
The Reserve for War and Post War Contingencies of $3,700,000 previously appropriated out of net 
earnings has been applied to the reduction in net earnings of $3,981,687 for the 64 years ended Aug- 
ust 2, 1947. This results in a decrease of $281,687 in earnings reinvested in the business. 


Of the $3,700,000 Reserve for War and Post War Contingencies, $3,086,868 was derived from the 
original Lifo reserve created during the years 1941 and 1942, and the balance, $613,132, represented 
subsequent appropriations out of net earnings. 


The re-adoption of Lifo results in a reduction in income taxes of $7,727,000. Claims for refund are 
being filed for $6,916,000 representing overpayments of taxes for the six taxable years ended January 
31, 1947. These claims are reflected on the accompanying balance sheet as a non-current asset. The bal- 
ance of the reduction, $811,000, is reflected in the tax returns for the subsequent 18-month period ended 
July 31, 1948 which have been prepared on the basis of Lifo. 
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At July 31, 1948 the cumulative reduction in the inventory valuation by the use of the Lifo method 
amounted to $12,719,314, equal to approximately 34% of the inventories valued at present price levels, 
thus providing a substantial cushion against shrinkage in future earnings resulting from price declines. 


Should the regulations of the Treasury Department not be modified to permit the Corporation to use the 
Lifo basis retroactively then, unless appropriate legislation is passed, it will be necessary for the matter to 
be contested in the courts. 


FINANCIAL REVIEW 


Beginning with the dividend paid on October 1, 1947, the regular quarterly dividend on the common 
stock was increased from 40 cents to 50 cents per share. In addition to paying four quarterly dividends 
of 50 cents, a special dividend of 50 cents per share was paid on October 1, 1947. These dividends, 
together with the four quarterly dividends of $1.0614 per share paid on the preferred stock, aggregated 
$5,002,185 for the current fiscal year. The sum of all dividends paid during the previous fiscal year 
totaled $3,454,766; on July 1, 1946, or shortly prior to the beginning of that year, a special dividend 
of $1.00 per share amounting to $1,719,354 was paid on the common stock. 


On August 25, 1948, the regular quarterly dividend of 50 cents per share and a special dividend of 50 
cents per share were declared on the common stock, both payable on October 1, 1948. 


In order to provide funds for our capital expenditure program long-term debt was increased from 
$7,400,000 to $30,000,000. The Corporation sold during the year $20,000,000 Twenty-Five Year 
24% Sinking Fund Debentures. The amount of borrowings under a stand-by agreement with several 
leading New York banks was increased from $7,400,000 to $10,000,000. 


The newly constructed store building of Macy’s-Jamaica, together with the land, was sold to the New York 
Life Insurance Company for $4,200,000. Concurrently, a long-term lease was entered into securing the 
continued use of this property for store purposes. 


Working capital, as a result of these transactions, increased during the year from $34,663,000 to 
$53,632,000, and the ratio of current assets to current liabilities is now 3.5 to 1 compared with 2.7 
to 1 last year. 


On January 31, 1948 the following wholly owned subsidiaries, L. Bamberger & Co., Davison-Paxon 
Company, The Lasalle & Koch Company, Macy’s San Francisco and the John Taylor Dry Goods Com- 
pany relinquished their corporate form and the department stores formerly conducted by them are now 
operated as unincorporated divisions of the parent, R. H. Macy & Co., Inc. This simplification of the 
corporate structure provides opportunities for both administrative and tax economies. 


The “tax” year of the Corporation and its remaining subsidiaries was changed from an annual period 
ending January 31, to one ending July 31 and now approximately coincides with the fiscal year of the Cor- 
poration which ends on the Saturday nearest July 31. 
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CAPITAL EXPENDITURE PROGRAM 


The capital expenditure program is developing in accordance with our plan of proceeding with those im- 
provements and additions which give promise of profitable opportunities. Construction work on the pro- 
jects undertaken is progressing at a satisfactory rate. 


Macy’s New York plans to open its new branch, Macy’s-Flatbush, prior to Christmas and has scheduled 
the opening of its fourth branch, Macy’s-White Plains, for next spring. Bamberger’s expects to have com- 
pleted this coming spring its new branch store located in Morristown, N. J. and its new central warehouse 
in Bloomfield, N. J. Davison-Paxon plans to occupy early next year the 166,500 square feet being added 
by the landlord to its main store building in Atlanta, Ga., its new branch store Davison’s-Columbus, 
and the new building being erected for its Davison’s-Augusta branch. Lasalle & Koch recently under- 
took in Sandusky, Ohio, the construction of its third new branch store. The addition to the store 
building of Macy’s San Francisco, which almost doubles its capacity, will be ready for partial occu- 
pancy in November. John Taylor’s has begun the modernization of its existing plant and an addition 
thereto of approximately 264,000 square feet which will more than double its capacity. Bamberger 
Broadcasting Service has begun the erection of a television station in Washington, D. C. and is start- 
ing the construction of another in North Bergen, N. J. which will serve the area of Greater New York. 
Most of the projects already started should be completed within the next 12 to 18 months. 


In addition to the foregoing, we are continuing the modernization and refurbishing of existing properties, 
a major portion of which had been deferred because of wartime restrictions. 


ADMINISTRATIVE CHANGES 


We report to you with deep regret the death of Mr. Raymond A. Kline, Director and former President of 
Davison-Paxon Company, who was a merchandise executive in Macy’s New York for many years before he 
went to Atlanta. He played an important part in the development of the Atlanta store and Macy’s New York. 


Mr. Delos Walker, having for reasons of health previously resigned as Director and Secretary, retired 
as Vice President of the Corporation on January 31, 1948. During his 24 years of service, he made 
valuable contributions to the progress of the Corporation. 


Mr. Frederick G. Atkinson, Mr. Kirt A. Meyer and Mr. Norman Tarnoff were appointed Vice Presidents 
of Macy’s New York. 


Mr. Richard Lennihan, formerly President of The Lasalle & Koch Company, was elected Chairman of the 
Board of Directors of that company, and Mr. Michael Yamin, formerly Vice President, succeeded him 
as President. Mr. Bert Fishel who recently joined the organization was elected a Director and Vice Presi- 
dent of The Lasalle & Koch Company. 


Mr. H. Charles Bartlett was elected Secretary and Director and Mr. Nicholas B. Oleksiw, Controller, was 
elected Director of Macy’s San Francisco. 


EMPLOYEE RELATIONS 


The basic staff of the Corporation now exceeds 21,000 and this force is augmented by another 10,000 
for the Christmas peak. Women make up approximately 70% of the employee group. 
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Progress has been made during the past year in the reduction of employee turnover, in improved stand- 
ards of selection, and in up-grading the skills of experienced employees as well as new ones. Selection 
and training of junior executives for long-range development has been continued in anticipation of future 
requirements for managerial talent. 


Relations with organized labor have been characterized by problems common to American industry in the 
period. All differences have been resolved within the framework of existing collective bargaining agree- 
ments and at the conference table. 


Since the inception of the Retirement System in 1944, 281 employees have been retired and are re- 
ceiving life incomes to supplement their Social Security benefits. The roster of the Retirement System now 
includes 7,981 employees who are members of the Pension Plan, of whom 2,854 are also participants in 
the Profit Sharing Plan. As reflected in the statement shown on page 22, the assets of the Retirement 
System now amount to $12,769,000. As is noted therein, virtually all of these assets are held by The 
Chase National Bank of the City of New York as Trustee of the Pension Trust Fund and the Profit 
Sharing Trust Fund. 


The management is fully aware that sound employee relations are an asset second to none in successful 
operation of the business and has given consistent attention to this important area. 


GENERAL 


Sales results for the current fall season indicate the maintenance of a high rate of consumer spending. 
Unsatisfied demands for merchandise are still so large that a broad market is assured if prices and quali- 
ties are right. 

It is particularly significant that the buying public is extremely sensitive to prices that do not represent 
good value and to prices that remain out of line with current income. Certain lines of merchandise that 
were over-priced last spring have been adjusted with a satisfactory increase in unit sales and dollar vol- 
ume. Other lines, notably some luxury products, are still priced beyond the capacity or willingness of the 
customer to buy. Prompt correction of these unbalanced prices offers promise of broader markets and 
sustained high production. 


Perhaps the great danger in the present situation is the attempt in some industries to maintain prices by 
curtailing production instead of lowering prices to stimulate demand. We believe that price revisions 
downward may well occur item by item as a result of consumer insistence and that a costly and disruptive 
general readjustment may thus be avoided. 


There are few lines of merchandise where shortages are still a problem. Generally, supplies are adequate 
and deliveries prompt. While inventories of consumer goods are relatively larger than a year ago, there is 
little evidence of distress stocks and inventory speculation in finished goods seems to be at a minimum. 


We express our sincere appreciation for the loyalty demonstrated by our staff during the past year. 


Respectfully submitted, 


JACK I. STRAUS 
President. 
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R. H. MACY & CO., 
(Exclusive of 





ASSETS 
CURRENT ASSETS 
RO his 5s Seda AA kan be shoe Rend RUAEORRREN OC RAGAS ERR CAUR ASAE KOTO 
United States Government obligations, at cost or redemption amount (market 
me kt kB Be er ne 


Due from customers (including instalment accounts of $17,464,914 and 
$12,515,265, a portion of which is due after one year), less estimated un- 
collectible amounts, etc. of $1,894,000 and $1,365,000................. 


Merchandise inventories—at the lower of Lifo cost or market (this is $12,719,314 
and $11,086,687 less than the basis formerly used), as determined under 
the retail inventory method (Note 1)..........cccecccccccccecccccees 


Spline Ghd PONE GEOUNNNE ss ooo oiksn sin kic beens cas cavcnededsscaect se 
Discry' a Tare Cartet GOO Sin os 6.5 0.5580 5000 ch ud eine svn don cob de sender 


Miscellaneous, less estimated uncollectible amounts of $148,800 and $124,500. . 
BS Sa Select k hue coe ae we Oe kD ae on ko Tes 


OVERPAYMENTS OF FEDERAL TAXES ON INCOME to be claimed for the six 
years ended January 1947 as a result of the re-adoption of Lifo (Note 1).... 


OTHER ASSETS—at cost: 


Investment in Macy’s Bank (equity in net assets $939,882 and $868,757)...... 
Cie: SN ia as sss sss Sa hn enc ano ede ewan eawens tacadiane 


Eee Se ONE a o's'g da bo da nna satan SEER sas Ba Reed ean bea 


earned tk ARS oe te cia d a dae oalWe Me OEE Ota eheeeees 


PROPERTY AND EQUIPMENT, per accompanying statement: 
Land, buildings, leaseholds, fixtures and equipment ...........eeeeeeeeeees 


Less accumulated depreciation and amortization...........0eeseeeeeeeeeeees 


DEFERRED CHARGES—Unamortized debt expense............ceeeeceeceees 
LEASES, COPYRIGHTS, TRADE MARKS, GOODWILL, ETC.—at cost, less 
accumulated amortization of $402,536 and $321,700...............ee eee 


See explanatory notes on pages 16 and 17. 
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STATEMENT OF 
(CON 
July 31, August 2, 
1948 1947 


$ 7,699,318 


10,537,094, 


26,993,915 


24,839,443 
2,343,882 
515,999 
1,856,517 


$ 74,786,168 


$ 6,916,000 


$ 795,000 
329,598 
240,644, 
636,058 


$ 2,001,300 


$ 60,804,862 
21,610,631 


$ 39,194,231 


$ 437,319 


$ 2,288,774 


—_—— . 


$ 6,685,139 


1,767,994 


21,383,672 


20,108,691 
2,064,830 
399,007 
2,147,715 


$54,557,048 


$ 6,916,000 


$ 745,000 
522,854 
172,700 
613,049 


$ 2,053,603 


$55,752,031 
22,650,812 


$33,101,219 
& == 


$ 2,369,080 


$98,996,950 








C. AND SUBSIDIARIES 


Macy's Bank) 





ANCIAL CONDITION 
IDATED) 


LIABILITIES 


CURRENT LIABILITIES: 

PERE POVGINE 5 0s's Sin 8 cten when dae Wie Kon 0d ieRE Ee Cae bE eo Sheen ee 
Salaries and commissions (including vacations)...............eeceeeeeees 
Amounts to be deposited in Retirement System Trust Funds................. 
Federal taxes on income, less tax notes of $6,199,455 and $6,142,758 (Note 1). 
SN RUMI 655 ith ov pacts seed a a ce rein dig inne hace pat ean chen 
Customers’ deposits and miscellaneous.............00cececccecccccecccecs 
Dividend payable August 2, 1948 on cumulative preferred stock............. 
Portion of long-term debt due within one year............eceeeccccecececs 

URL: CREED TARMEIOO 5 io'cs aos os kis Kien haR GAT RA OP Raw RRO 


LONG-TERM DEBT: 


Twenty-Five Year 274% Sinking Fund Debentures, due November 1, 1972, 
with amortization commencing in 1952...........ccecccccccccccecceces 


Notes payable, maturing $500,000 semi-annually, balance November 1, 1953... 


eee Tae ENPEG: OR RAP, 5 52a s ninsnes sone ba ¥.ranvanbies-ounetnce vs 


INVESTMENT OF STOCKHOLDERS, represented by: 
Cumulative preferred stock, par value $100.00 per share—Authorized, 500,000 


shares; issued and outstanding, 165,600 shares of 414% Series A, callable | 


Be 6 5s Hie Soa Ho MMR ns ve Sieh eke kaA > due dcoedckwca’ 


Common stock, without par value, stated value of $15.00 per share—Authorized, 
2,500,000 shares; issued, 1,723,293 shares, less held in treasury, 3,939 
shares; leaving outstanding, 1,719,354 shares.............ccceeecceeee 


Additional paid-in capital (capital surplus)...............ccecececccccecs 


Earnings reinvested in the business (earned surplus), per accompanying state- 
SE CROs Bilas 5 agis eln while Hak aed 6 6 nk 1 ee ck dale cues 


TOTAL, INVESTMENT OF STOCKMOLDERS cb fcc boc hook cack ceccckvinwcwinnk 


ContTIncentT Liasitity (Note 3). 
Lonc-Term Leases (Note 4). 


July 31, 
1948 


$11,369,493 


3,760,158 
91,330 
1,021,159 
1,983,597 
2,252,977 
175,950 
900,000 
$21,154,664 


$20,000,000 
9,500,000 
$29,500,000 


$ 136,541 


$16,560,000 


25,790,310 
10,373,324 


22,108,953 


$ 74,832,587 


$125,623,792 





August 2, 
1947 


$10,290,211 
3,698,468 
822,001 
1,650,472 
1,621,742 
1,811,606 


tt 


$19,894,500 


i 


$ 7,400,000 





$ 112,141 


$16,560,000 


25,790,310 
10,373,324 


18,866,675 


$71,590,309 
$98,996,950 
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R. H. MACY & CO., INC. AND SUBSIDIARIES 





STATEMENT OF EARNINGS 
(CONSOLIDATED ) 


Year (52 Weeks) Ended Year (52 Weeks) Ended 











July 31, 1948 August 2, 1947* 
Net RerTait SALES 
(including leased departments) ......... $315,035,135 $285,082,755 
DeEpuUCT: 
Cost of sales, buying, publicity, selling, oc- 
cupancy and administrative expenses... . $289,443,967 $264,796,854 
Taxes except federal taxes on income...... 4,122,614 3,373,120 
Maintenance and repairs.........-+++e+: 3,603,221 3,673,036 
Rent expense less rent income.........-- 2,839,184 2,585,128 
Depreciation and amortization..........-+- 2,153,707 2,039,857 
302,162,693 276,467,995 
Income From RETAIL OPERATIONS.........- $ 12,872,442 $ 8,614,760 
App: 
Income from broadcasting, interest and 
other non-trading sources........+++++- 1,118,707 1,114,718 
Income from sales of property........--- 695,637 75,583 
1,814,344 1,039,135 
Less interest and debt expense..........-- 542,323 126,381 


EARNINGS BerorE FEDERAL TAXES ON INCOME 
FEDERAL Taxes ON INCoME (the 1948 provi- 





1,272,021 


$ 14,144,463 


912,754 


$ 9,527,514 





sion includes $500,000 for prior years).... 5,900,000 4,166,000 
Rie. aOR. ins cence ceased bana eer $ 8,244,463 $ 5,361,514 


Italics denote deduction. 


*The figures for the year ended August 2, 1947 have been restated because of the retroactive adoption 
reclassifications adopted for the year ended July 31, 1948 i 
in operating expenses instead of being shown as a deduction from “Income f 


and to include the 


See explanatory notes on pages 16 and 17. 
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whereby corporate 


of the Lifo method (Note 1) 
trative expenses were included 
rom broadcasting, interest and other non-trading sources”. 


R. H. MACY & CO., INC. AND SUBSIDIARIES 
(Exclusive of Macy’s Bank) 


te a a a a ee ee ee ee i ie ee ee ie ae a a 


EARNINGS REINVESTED IN THE BUSINESS 


(CONSOLIDATED) 


Year (52 Weeks) Ended July 31, 1948 


Balance, August 2, 1947, previously reported.............+++: 


Decrease for the 614 years ended August 2, 1947, resulting from 
peeiuption of Lito TiNet 29 ss os6 656 ose eicks wend cane ccap 


Adiwmted balance, Anwust'2, 1967... 2. i sessctecesisecccsecs 


Net earnings for the 52 weeks ended July 31, 1948 per accom- 
PANYing sStatEMOnt .. ccc sccncsccorccrcsccvssocvccesseseris 


Cash dividends declared on: 
Cumulative Preferred Stock, 414% Series A: 
No. 13 $1.0614 per share paid November 1, 1947......... 
No. 14 $1.0614 per share paid February 2, 1948.......... 
No. 15 $1.0614 per share paid May 1, 1948.............. 
No. 16 $1.0614 per share payable August 2, 1948......... 


Common Stock: 
Nos. 87 and 88, $.50 each per share paid October 1, 1947.. 
No. 89 $.50 per share paid January 2, 1948.............. 
No. 90 $.50 per share paid April 1, 1948................ 
No. 91 $.50 per share paid July 1, 1948................. 


Balsnce, July Sl, 1966: (Notts Bl). ac aseios ste sdeandsbos acdsee 


See explanatory notes on pages 16 and 17. 


$ 175,950 
175,950 
175,950 
175,950 


$1,719,354 
859,677 
859,677 
859,677 





CONSOLIDATED PROPERTY AND EQUIPMENT 


July 31, 1948 

Accumulated 
depreciation 

and 
Cost amortization 

Land TERE EEEREE ERE EEE Eee ee ee $ 4,734,988 $ onan 
Buildings and improvements on owned properties. 11,637,715 5,615,218 

Leaseholds and buildings and improvements on 

IOGMEE DIGDORIIE ook cic ccctecbecce sie sess 22,690,406 12,445,166 
PARTON: anid OUIINON <6 6565s 06g cons 00 cass ees 10,686,249 3,550,247 

COMMTUCION TR DEORTONS. 6.006 600 cc cccsvvencccs 11,055,504 — 
$60,804,862 $21,610,631 


$19,148,362 
281,687 
$18,866,675 
8,244,463 
$27,111,138 
$ 703,800 
4,298,385 
5,002,185 
$22,108,953 
August 2, 1947 

Accumulated 
depreciation 

and 
Cost amortization 

$ 6,133,099 $ — 
14,132,447 7,387,038 
20,864,076 12,114,209 
7,766,698 3,149,565 

6,855,711 — 
$55,752,031 $22,650,812 
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R. H. MACY & CO., INC. AND SUBSIDIARIES 
(Exclusive of Macy's Bank) 


eefeaoogoetoateezontoesontoaonts efeateaze ere ezeaoereeloezoaze ore eseese eso acoeseesoeseeceaceacoe tense eceeseaseesetseece ese asoe tease aseete tse ecee cease ese tesco esoe cease ase eseaee cease neocon sees iets eee ease eae eee eacet tease eco ee esoeteasoete 


NOTES TO FINANCIAL STATEMENTS 





(1) In 1941, the Corporation adopted the Lifo method and reported its earnings to stockholders on that basis for the 
year ended January 31, 1942 and the six months ended August 1, 1942. The Treasury Department subsequently 
stated that it would deny the use of the Lifo method based on statistical price indices. Since the use of any other 
method was impracticable, the Corporation did not file its tax returns on that basis and the Lifo method was 
abandoned. However, when reporting net earnings to stockholders thereafter, the need of a reserve against future 
price declines and other contingencies was recognized by appropriating from net earnings a Reserve for War and 
Post War Contingencies of $3,700,000, even though such provisions were not deductible for income tax purposes. 


The U. S. Tax Court in 1947 decided that the Lifo method was available to retailers when retail price indices 
satisfactory to the Commissioner of Internal Revenue are used. The Commissioner then issued regulations 
which permitted the use of the Lifo method based on acceptable price indices including those prepared by the 
U. S. Bureau of Labor Statistics. The regulations, however, limited the retroactive use of the Lifo method to 
those taxpayers who had filed tax returns and reported to stockholders on that basis. 


This reversal places at a disadvantage those taxpayers who had accepted the earlier opinion of the Treasury 
Department. Representations have been made to the Treasury Department and a revision of the regulations is 
now under consideration which, if adopted, would permit the use of the Lifo method for tax purposes retroactively 
to 1941 when it was first adopted by the Corporation. 


As a result of the foregoing, the Corporation has re-adopted the Lifo method retroactively to January 31, 1941. 
Because the Treasury Department regulations require that when the Lifo method is used for reporting taxable 
income the same method be used for reporting earnings to stockholders, the results of the re-adoption of Lifo 
are being reflected in this report. Ordinarily, such a procedure would not be followed until a determination 
had been made with respect to the Corporation’s claims of overpayment of taxes. 


The effect of this re-adoption on earnings and taxes is as follows: 


Lifo Adjustments 


Reduction 
in federal 
Fiscal Net earnings Reduction taxes on Reduction in Net earnings 
years ended before Lifo in inventories income net earnings after Lifo 
Jam: Bh, BOG xa civcescas $ 5,172,295 $ 1,501,331 $ 802,000 $ 699,331 $ 4,472,964 
Aug, 1, 1942°..... 2000 1,134,550 1,415,398 1,340, 5,398 1,059,152 
July 31, 1943. .......0-. 4,159,908 945,225 829, 116,225 ,043, 
July 29, 1946. cccccosces 4,118,810 1,781,980 1,354,000 427,980 3,690,830 
July 28, 1945........... 5,225,386 1,192,055 969,000 223,055 5,002,331 
Aug, 3, 1946......2c0+- 9,334,826 1,490,152 760,000 730,152 8,604,674 
Aug. 2, 1967. ..0ccc0e 7,071,060 2,760,546 1,051,000 1,709,546 5,361,514 
$36,216,835 $11,086,687 $7,105,000 $3,981,687 $32,235,148 
July 31, 1948........... 9,255,090 1,632,627 622,000 1,010,627 8,244, 
$45,471,925 $12,719,314 $7,727,000 $4,992,314 $40,479,611 
— ————— —SSSSSS —<—<—<—<—<_=<— == 


* Six month period. 


The Reserve for War and Post War Contingencies of $3,700,000 previously appropriated out of net earnings has been 
applied to the reduction in net earnings of $3,981,687 for the 6% years ended August 2, 1947. This results in a de- 
crease of $281,687 in earnings reinvested in the business at August 2, 1947. 


As shown above, the re-adoption of Lifo results in a reduction in income taxes of $7,727,000. Claims for refund 
are being filed for $6,916,000 representing overpayments of taxes for the six taxable years ended January 
31, 1947. These claims are reflected on the accompanying balance sheet as a non-current asset. The balance 
of the reduction, $811,000, is reflected in the tax returns for the subsequent 18-month period ended July 31, 
1948 which have been prepared on the basis of Lifo. 


Should the regulations of the Treasury Department not be modified to permit the Corporation to use the Lifo 
basis retroactively then, unless appropriate legislation is passed, it will be necessary for the matter to be contested 
in the courts. 


(2) Earnings reinvested in the business of $22,108,953 are after deducting amounts of such earnings transferred to 
capital in connection with the declaration of stock dividends in prior years. Of the earnings reinvested in the 
business, $12,522,403 may not be distributed to holders of the common stock under the terms of the indenture 
relating to the Twenty-Five Year Sinking Fund Debentures. 
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(3) nage, liability—the Corporation has guaranteed Macy’s Bank against decline in prices of securities held 
y the 


(4) At July 31, 1948 the Corporation had 63 leases having terms of more than three years from that date. The 
rentals under these leases for the year ending July 31, 1949 amount to a minimum of $2,608,000 plus, in cer- 
tain instances, real estate taxes and increased amounts based on percentages of sales. These leases are for vary- 
ing terms of years and most of them have renewal privileges. 


(5) The amounts to be expended during the next 12-18 months to complete the new store buildings and fixtures and 
the major additions to existing properties now in progress will be approximately $32,000,000. 


(6) The Retirement System of the Corporation includes a Pension Plan under which contributions for past services may 
be made over a 10-year period. Contributions have been deducted from earnings for the past four and one-half 
years. The contributions for the remaining five and one-half years in respect of past services, which remain to 
be deducted from income, are estimated at $4,500,000 subject, however, to termination or amendment of the 
Plan at the option of the Corporation. 
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Cash 


Investments”* : 


MACY’S BANK (A New York Banking Corporation) 


STATEMENT OF FINANCIAL CONDITION 


United States Government obligations} ......-..- see e cece eee ee rene eeeneee 


ie wieeiian aT On 8 al nk wae a ah aad Keke es ARdMen eh oe neds 


Real estate mortgages—insured by Federal Housing Administration............ 


Beeson tetenelt Ce! wic.di oc han adnded besa ned on deeb aeebedd sd nteveees 


Other assets 


LIABILITIES 


Due to depositors .........ccccccccccccccccccsscccccseccsssesevesesseseees 


U. S. Government War Loan Deposit Accountf...........0eeee eee ee cece eeeeees 


Accounts payable, accrued taxes and other expenseS........+++s+eeseeeeeereeee 


R. H. Macy & Co., Inc.—current account. .......eeeeeeeeeeeeeeeeeereeseeceees 


Investment of Stockholders: 
Capital stock—4,000 and 3,750 shares of $100 par value..........-+++eeeeeees 
Additional paid-in capital (capital surplus) ........++eeeeceeeeeeeeeeeeeeees 


Earnings reinvested in the business (earned surplus).......+-++++ee+eeeeeees 


July 31, 
1948 
$ 4,561,775 


5,295,067 
1,386,368 
745,571 
31,744 
3,452 
$12,023,977 


$ 8,205,474 
2,344,456 
11,332 
515,999 


400,000 
400,000 
146,716 
$12,023,977 


August 2, 
1947 
$ 2,822,789 


6,420,528 
135,035 
665,160 

35,616 
5,981 
$10,085,109 


$ 8,720,721 
77,732 
12,224 

399,007 


375,000 
375,000 
125,425 
$10,085,109 


*Investments in United States Government obligations and other marketable securities are stated at the lower of cost or market, calcu- 
lated in the aggregate. Investments in real estate mortgages are stated at cost, less repayments of principal (their approximate value). 


+United States Government obligations include $2,400,000 and $200,000, at respective dates, pledged to secure U. S. War Loan deposit. 
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TOUCHE, NIVEN, BAILEY & SMART 


CERTIFIED PUBLIC ACCOUNTANTS 
233 BROADWAY 


NEW YORK 7, N. Y. 


September 30, 1948 


TO THE BOARD OF DIRECTORS AND 
STOCKHOLDERS OF R. H. MACY & CO., INC.: 


We have examined the consolidated statement of financial condition of R. H. Macy 
& Co., Ine. (a New York Corporation) and subsidiary companies, and the statement 
of financial condition of Macy’s Bank, both as of July 31, 1948, and the consolidated 
statements of earnings and of earnings reinvested in the business for the fiscal year 
(52 weeks) then ended, have reviewed the system of internal control and the accounting 
procedures of the companies and, without making a detailed audit of the transactions, 
have examined or tested accounting records of the companies and other supporting 
evidence, by methods and to the extent we deemed appropriate. Our examination was 
made in accordance with generally accepted auditing standards and included all pro- 
cedures which we considered necessary in the circumstances. 


A change in accounting policy was made during the year in the re-adoption of the 
last-in first-out (Lifo) inventory basis; this change, which has our approval, is ex- 
plained in Note (1) to the Financial Statements. 


In our opinion, the accompanying consolidated statement of financial condition of 
R. H. Macy & Co., Inc. and subsidiary companies, the statement of financial condition 
of Macy’s Bank, and the related consolidated statements of earnings and of earnings 
reinvested in the business present fairly the position at July 31, 1948, and the consoli- 
dated results of operations for the fiscal year (52 weeks), in conformity with gen- 
erally accepted accounting principles. Except for the change in accounting policy 
referred to in the preceding paragraph, such principles have been applied on a basis 
consistent with that of the preceding year. 


TOUCHE, NIVEN, BAILEY & SMART 
Certified Public Accountants 
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R. H. MACY & CO., INC. AND SUBSIDIARIES 
(Exclusive of Macy’s Bank) 





“OF 06 6 66 OO OO. 6F $F OF OO OO FO CH OF OF FO SO OO CO OO OO 68 66 OF OO 66 OF OF. 


COMPARATIVE STATISTICS OF FINANCIAL CONDITION 


WORKING CAPITAL: 


Current assets: 


Supplies and prepaid expenses. ... 
Miiecellaneous .occcccceccctvoces 
Current Liabilities ......0ssccccese 
Working capital ..........seeceees 


Ratio of current assets to current 
I OS EE ee oer, BEE US 


LONG-TERM DEBT: 
272% Sinking Fund Debentures..... 
214% Sinking Fund Debentures..... 
ee arr rr er 
Mortgages payable .........sseeee- 
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OO 08 6 4% 08 24 60 OO. 


July 31, 
1948 


$18,236,412 
26,993,915 
24,839,443 
2,343,882 
2,372,516 


$74,786,168 


21,154,664 


August 2, 
1947 


$ 8,453,133 
21,383,672 
20,108,691 

2,064,830 
2,546,722 


$54,557,048 


19,894,500 


ADJUSTED TO THE BASIS OF LIFO 


August 3, 
1946 


$ 6,880,530 
15,339,242 
29,679,003 

1,926,294 


2,560,482 


$56,385,551 
19,152,461 


r 28 OO OO OO 60 66 OF. 26 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 ' 


July 28, 
1945 


$19,292,181 
8,475,635 
19,450,331 
1,978,868 
2,369,316 


$51,566,331 


12,578,755 





July 29, 
1944 





$22,334,532 
7,289,637 
17,496,736 
2,306,654 
1,557,671 
$50,985,230 
9,730,968 


Oe: ee 


$53,631,504 


$37,233,090 


2.94 


$38,987,576 


4.10 


$ —— 
10,613,000 
5,900,000 


$; —— 
10,910,000 
6,525,000 


—— EEE TT 


$16,513,000 


$17,966,250 





R. H. MACY & CO., INC. AND SUBSIDIARIES 
(Exclusive of Macy’s Bank) 


Soesoedondeesootontersortentoete eaoetonzontoesonteatonte edeetentontentonte teateetenteetessententeosensoeseegontoeteaontoetesteaseateereateetesseafoeteogoateegeeteatoegocfoateeteatoege feateeteatoegeafoateetentoeteeteateetentoeteeteefoatoeteefonteete 


COMPARATIVE OPERATING STATISTICS 
ADJUSTED TO THE BASIS OF LIFO 





52 Weeks 52 Weeks 53 Weeks 52 Weeks 52 Weeks 
Ended Ended Ended Ended Ended 
July 31, August 2, August 3, July 28, July 29, 
1948 1947 1946 1945 1944 
NET RETAIL SALES: 
Bey o TNOW NORE occ asdnnse $184,672,027 $165,799,596 $151,789,247 $121,555,509  $108,835,288 
Rig, ROEM aint cds koasias cae 58,818,444 55,899,825 51,713,281 41,895,104 36,243,760 
eS ee ee 29,628,306 29,459,230 26,119,330 20,123,746 13,209,723 
eg ea eee ee 19,304,162 17,837,870 16,135,872 13,839,460 11,609,003 
Macy’s San Francisco .......... 15,480,897 13,364,106 9,904,721* 
| gt ane 7,131,299 2,722,128} 
$315,035,135 $285,082,755 $255,662,451 £197,413,819 $169,897,774 
SELECTED ITEMS OF EXPENSE: 
Taxes except federal income taxes. $ 4,122,614 $ 3,373,120 $ 3,744,777 $ 4,022,526 $ 3,462,933 
Maintenance and repairs ....... 3,603,221 3,673,036 2,202,918 1,890,936 1,638,499 
Rent expense less rent income... 2,839,184, 2,585,128 2,352,014 1,473,380 1,275,470 
SRNON os 5s dicks en dowese es 2,153,707 2,039,857 2,454,608 2,598,586 2,712,311 
Interest and debt expense........ 542,323 126,381 677,460 466,245 511,157 
NET EARNINGS: 
Income before items which follow. 13,448,826 9,603,097 19,306,842 14,275,331 10,303,770 
Income or loss on sales of property 695,637 75,583 3,025,168 6,940 
Earnings before federal income taxes 14,144,463 9,527,514 16,281,674 14,275,331 10,296,830 
Federal income taxes........... 5,900,000 4,166,000 7,677,000 9,273,000 6,606,000 
Prt ORPUINEE 6 sic cpcccekescdeeas 8,244,463 5,361,514 8,604,674 5,002,331 3,690,830 
EARNINGS AND DIVIDENDS: 
Number of shares outstanding: 
Peaterred SOG ko dxckcecewes 165,600 165,600 165,600 165,600 
COMME BORK Sev iiss x veccans 1,719,354 1,719,354 1,719,354 1,656,000 1,656,000 
Dividends on preferred stock.... $703,800 $703,800 $703,800 $703,800 
Number of times earned........ 11.71 7.62 12.23 7.11 
Earnings per share of common 
ERAS ae eyo ee $4.39 $2.71 $4.59 $2.59 $2.23 
Cash dividends per share: — 
Preferred stock .........e00. 4.25 4.25 4.25 4.25 
Cee Meo. Sa siantcecws 2.50 1.60 2.60 1.70 2.00 


*From September 1, 1945, 
tFrom February 1, 1947. 
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RETIREMENT SYSTEM FOR EMPLOYEES OF 
R. H. MACY & CO., INC. AND AFFILIATES 


JULY 31, 1948 
The ASSETS of the RETIREMENT SYSTEM, accu- Profit Total 
mulated since its inception at February 1, 1944 Pension Sharing Retirement 
consist of: Plan Plan System 
ASSETS in the TRUST FUNDS 
U. S. Government obligations ..........++eeeeeees $6,796,213+ $5,295,570* $12,091,783 
Other marketable securities ...........seseeeeeee 45,998+ 247,574* 293,572 
RE nk sN St WAn GN Scien dc RNE Ne ASCs cae d OREO sD 136,001 162,493 298,494 
Emcome receivable «oo... cue ccceniccccentaeccns 17,867 18,514 36,381 
WE ca Aenean epee + cence bese ace wes $6,996,079 $5,724,151 $12,720,230 
OTHER ASSETS 
Amounts receivable from the Corporation at July 31, 
Rt NS ee PN Ae Pe na ee 91,330 — 91,330 
Oe BOR es ics Canc ica eander a ehedendsweuea 15,090 59,798 74,888 
Less benefits payable .........cccsccccsccsvcevcs a 117,492 117,492 
NET ASSETS of the RETIREMENT SYSTEM... $7,102,499 $5,666,457 $12,768,956 
These funds were accumulated as follows: 
Payments by the Corporation ..........+seeeeee- $7,044,680 $6,498,172 $13,542,852 
Net return on investments—interest, dividends and 
realized and unrealized profits and losses........ 192,729 110,980 303,709 
TO oa chk x eo sae Ka sa Ree kese eanenewes $7,237,409 $6,609,152 $13,846,561 
Less benefits paid or payable ...........++eeee+s 134,910 942,695 1,077,605 
$7,102,499 $5,666,457 $12,768,956 


+At the lower of amortized cost or market value. 
*At market value. 
Italics denote deductions. 








We certify that the total Assets in the Trust Funds of the Retirement System as at July 31, 1948 as shown in the foregoing statement 


are correct. 
THE CHASE NATIONAL BANK OF THE CITY OF NEW YORK, TRUSTEE 


By E.B. GARDNER 
Vice President 
September 27, 1948 





To the Administrative Committee of the Retirement System for Employees of R. H. Macy & Co., Inc. and Affiliates: 


We have examined the above combined statement reflecting the net assets of the Retirement System for Employees of R. H. Macy & Co., Inc. 
and Affiliates as of July 31, 1948 and its operations from inception to that date, have reviewed the system of internal control and 
the accounting procedures of the System and, without making a detailed audit of the transactions, have examined or tested accounting 
records of the System and other supporting evidence by methods and to the extent we deemed appropriate. Our examination was made 
in accordance with generally accepted auditing standards and included all procedures which we considered necessary in the circum- 
stances. 


In our opinion, the statement presents fairly the position of the Retirement System for Employees of R. H. Macy & Co., Inc. and Affiliates 
at July 31, 1948 and the operations of the System from inception to July 31, 1948, in conformity with generally accepted accounting prin- 


ciples applied on a consistent basis during the entire period. 
TOUCHE, NIVEN, BAILEY & SMART 


New York, N. Y. tified Public A in 
September 30, 1948 Certified ic Accountants 
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